Cost Control and Performance Review of Software Projects by Using the Earned Value Management by Felician ALECU
Page 2  Oeconomics of Knowledge, Volume 6, Issue 3, 2014 
 
Cost Control and Performance Review of 
Software Projects by Using the Earned Value 
Management  
 
 
Felician ALECU, PhD, Lecturer 
Department of Economic Informatics and Cybernetics  
Bucharest University of Economic Studies, Romania 
E-mail: alecu[at]ase[dot]ro; Web Page: http://alecu.ase.ro 
 
 
Abstract:   EVM (Earned Value Management) is a method that can be 
successfully used to measure the performance of a project 
from the cost and schedule points of view. Initially developed 
for the US government programs in the 60s, it later becomes 
an  important  feature  of  any  modern  project  management 
practice  thanks  to  its  simplicity  and  efficiency  in  signaling 
project  anomalies  in  time.  EVM  become  extremely  popular 
because  it  can  be  equally  applied  for  any  project  in  any 
industry. 
Keywords: project management, EVM, cost control, project performance 
review. 
JEL:  O33, O38. 
 
 
Introduction 
From a project performance  review from a cost point of view, we 
only  need  2  values  to  be  able  to  issue  a  conclusion  about  the  project Page 3  Oeconomics of Knowledge, Volume 6, Issue 3, 2014 
 
health at a given moment, as follows: 
  EV (Earned Value) – how much of the project work is already 
completed – for example, if a project feature estimated to the 
10 days is 20% finalized, the EV will be equal with 2 days; 
  AC  (Actual  Cost)  –  the  real  cost  of  the  already  finalized 
activities – for example, the employee that performed the 20% 
work for the feature above may report 3 days of activity under 
the project work tracking system, so in this particular case the 
AC will be equal with 3 days. 
 
By  comparing  the  two  values  briefly  described  above  we  can 
compute  the  so  called  Cost  Variance  (CV)  that  measures  the  overall 
project performance from the point of view of the cost efficiency of the 
work completed: 
CV = EV – AC 
 
The  CV  is  a  critical  project  gauge  because  any  negative  value  is 
indicating  the  costs  are  exceeding  the  project  performance  and  more 
often these costs are non-recoverable. 
 
In  order  to  be  able  to  compare  the  efficiency  of  several  projects 
having  totally  different  budgets,  plans  and  schedules,  the  CV  can  be 
converted  to  an  indicator  called  CPI  (Cost  Performance  Index),  as 
follows: 
CPI = EV / AC 
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A CPI value less than 1 usually is signaling cost related problems, 
while a value higher than 1 is indicating a project for what the real costs 
are under the planned ones, so the project is in a good health.  
 
EVM in real life 
To exemplify, I will use a recent software development project called 
ARAMIS  that  involved  adding  some  new  functionalities  requested  by  a 
strategic customer.  
The project activities were executed during June, and the recording 
of  project  data  for  EVM  analysis  started  after  one  week  of  work,  as 
presented into the next table. 
 
Table 1 – Project ARAMIS, EVM Data 
 
The  full  picture  of  CV  variation  during  the  project  execution  is 
presented below.  
Project ARAMIS, Estimated Planned Efforts - 400 hours (50 days) 
Date  % complete (EV)  reported work 
(AC) 
CV = EV - AC  CPI = EV / AC 
09-06-2014  48%  192  191  1  1.01 
10-06-2014  50%  200  202  -2  0.99 
13-06-2014  64%  256  260  -4  0.98 
16-06-2014  66%  264  267  -3  0.99 
18-06-2014  73%  292  294  -2  0.99 
19-06-2014  75%  300  301  -1  1.00 
23-06-2014  81%  324  323  1  1.00 
24-06-2014  87%  348  346  2  1.01 
26-06-2014  94%  376  372  4  1.01 
27-06-2014  98%  392  389  3  1.01 
30-06-2014  100%  400  398  2  1.01 Page 5  Oeconomics of Knowledge, Volume 6, Issue 3, 2014 
 
Figure 1 – The CV evolution during project progress 
 
As  we  can  see  from  the  data  above,  the  CV  value  was  initially 
greater then 0, meaning the project was performing well from the point 
of view of costs. Right after, the values become negative, so the project 
team spent more money than it was planned for the executed activities. 
Finally, at the end of the project, the team put back the project on the 
track by finalizing it at a lower cost as the planned/estimated one.  
 
Conclusions 
As  exemplified,  EVM  allows  stakeholders  to  have  a  project  health 
status in any moment of the project execution by counting the planned 
efforts versus the hours effectively spend on the project by the team. The 
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the problems as soon as they appear, so the corrective actions may be 
applied immediately.  
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